Approved For Release 2005/ =¥ CIA-RDP79- 010821@00@‘1609@0& IO

OFFICE OF REFPODRTS AUD WSTAMATHES, C

25X1

r DATE:
FAR 487 /PACIFIC BLATCH AUT‘H bR 702
DATH& T

*

TUTRLLIONNCE BICELIGHTS = WEEK OF 6 JAKUARY - 12 JANUARY

13 Jewvnaryv 1948

hina exhibits active interest in Korea,

Crina's nobive interest in Korea % eviaenced by the renort that
prior to the arrival of the UN lemporary Commission in Seoul on 8 January,
Liu Yu-wan, Chinese Comsul Gencral in Seoul with the rank of !Minister and
China's deléy:=ic, conbacted various Xorean leaders including Moderate Dr.
Kim Kiu Sik and Extreme hightist Rhee Syngmen. Liu also held a press
conference in which he stabed that if the Soviets refused to sdmit the
UN Comnission to Horth Korea, the Commission would refer the problem to
the Little Assembly for the next diplomatio move,

Plens to withdraw Australian Troops from Japan abandoned.

f¥nister for the Army Chambers ammownced on 8 Jenusry that the Austrellan
Covernment has abandoned all ‘plans for withdrawing forces from the British
Commonwealth Ocoupation Forces in Japan because of the expected delay inm
concluding the Japanese pesos treaty. The withdraval of British troops may
necessitate alterations in the strength and disposition of the Australian

troops in Japan. These alterations will be disoussed with Li. CGeneral Robertsox,

oommander of BCOF, on his forthooming visit to Australia scheduled for the
middle of January,.
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Sabotage of the Jspanese econ e end of the yeor 10L7, the
e

Jrpanoss econoy was siail i 4 criticel siate. Lespite many factors favorable

to recovery, the industrial establishuent was still no =more than just over LO

pereent, of the 1930-193hL level (the lovel sel

standart o living of peacehime Japan)s inflation wus sericus, and blacic markets
d b co

ranpant. iesponsible leaders decri ne cconomic crisis, but seemed powerless
to improve the standard of living or to stimulate business leaders to preater

eiforits.

‘he economic difficulties in Japan have resulted in several commentators
 the specter of internal sabotage. inis sabotage is said to have in
ming the reduction of reperations and & more ilberal reace treaty. I1f such be
the plan, thare is evidence of sone depree ol success. the lauley Hsport,

wining what revaratlens should snd could be taltern, has long teen on
thg ash-ileaps ‘here are iudicaiions thal even the much more liberal Strike
Report which was made subsequent to the Pavley ierort is w us superseded by
recom-encavions of easier iterus. in addition, two years aiter the surrender,
the US is still being calied upon for sizeable shipmenis of cssential Imports,
varticularly of food. '

liowever, it seens doubiful that a conceried eiiort by the Japanese leaders
%o sabotage their own improvenment could escare the attention of tne supsrvisory
authorities. SCAP, well aware of the slow pace of Japunese recovery and of ihe
forces teuding to retard it, brought to the attention of the Japanece Govern-
aent the critical condition of thet country's econowy in the early part of 1947.
This action was accompanied by the "sugpestion” that drastic steps be taken vo
ef ‘cet on improveneiit.

Crities of the exient of Japenese recovery may Le oveoriooking the problens
whiion are innerent in the post-war situation, snd which cannot be immeliately
=olved. The entire Jupanese econoy is belng reorganized. Land reform is Lo-
ins effected; the industrial structure is being overhauled and reorganised.
Japanese recovery is dependent upcn the renewal of its overscas trade, and
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\l’ time rust elapse before financial arrangecents can be effectes to enable

Japan to procure raw materials whici it needs for its croduction of exports.

The truth probably lies somewhere between the extreres of concerted
sabotage and every effort toward recovery. The Jspanese are undoubtedly
atte pting to keep at a miniwum removals for reparations and to arouse world
sympathy so as to secure a soft peace. However, ir pgeneral, they are working
toward the difficult geal of estatblishment of the Japanese economy on a sound
Lasis.

vax collections lar in Japan. Tax collections in Japzn have fallen far
tehind the scheduled amount. tack taxes for the current fiscal reriod are
reported Lo asgregate about 100 tilliion yen. Decause of this lar, the Finance
~inistry nas alresd: issued bonds amounting up to 32 billion yen. Ioreover,
rnote issue has alreadr reached the unprecedented fizure of ar: roximately 230
billion ven. '

ine lailure of the Jupznese Governvert te collect such 2 larre grount of
scheduled taxes is further appravating the irfl=tion. The deficit Tinarcing

which is beirg carried out has zlready served as a stimulus to serious inflatior.

The Government has attenyted to balance the wdret, but the failure to collect
anticipated tax revenues necessarily i-poses additional inflationary pressure.

The most logical explanation of the unusually large lag in the collection
of taxes seems to be thnat the Japanese people have not yet become adjusted to
a2 new forn of collection. However, tiie arrears may alse be due in rart to
over-estimates or to hostility to payment to meet a budpet, one-third of which
consists of occugation expernses.

KO REA

Lack of public confidence in new North Korean currency. ilthough it is
not possible at this. time to judge the success of the recent currency con-
version in Korth Yorea (see FE/P Veekly Sunrary, 9-15 December 19L7), there
is a definite lack of rublic confidence in the new currency. FRlack market
prices appear to have soared. ¥hile holders of ration eards may purchase
goods, wnen available, in the govermment-controlled stores at the announced
low levels, persons not holdiinz ratiou cards face real hardship. The present
black rarket ;rice of rice is from 500 t6 750 yen per unit as compared to the
rre-corversion price of 300 to 5C0 yen snd the present price in rovermment-

controlied stores of 30 ven. In addition, the USSH is srending the new currency

freely. This factor ard the uncertainty as to the future value of the ncw
currency are reflected in the increased black market prices.
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Internul Affairs : :

Additionul informution on the famwmtion of & "Kuordniung Derocratic
Group™ in Hongkong now indicates thut the announced progrum of this group
incluaes a) uchievenent of rore amicuble relations with the T3uR; b) unifi-
cution of derocritiec jurties, inecluding the Chinese Comrmnists and the Lemo~
erutic Lezguej ¢) lund reform. Peng Yu-hsiung, trrlard recently expelled
from the J{uomintany, end Tsul Tingkui, leucer of u proup of southern dissi-
donts, ure nou reported to be wembers of the yroup. 'Hlitary support rerxiins
unknovm; it is probubly very limited.

Hongkong vu.8 u1so the scene of the opening of the third plemury
session of the Lemocrutic leuyue. .ilthough the Leuyue is bummed in China
proper, 4 league leuder In Longikong stated that he could not accept "dissolu-
tion mide by fores". Calling the Nutionzliot leuders tocls of US rezctione
aries, this lecder stated thut the Leu;ue will fight to destroy the Manking
regime. In generwl, the Lemocratic Leupue group in Hongkong is thought to be
further to the left than the futher or unizstion, now suppressed, in China
propor . :

The HNutional Government's planncd political and militury reorgani-
zgation in North China is poing budly. The Hopei irovincial Covernrent is
etill in & disor:aniscd siute, with Fu Tso-yl, Motiom:list rilitury leuder
in thut province, huving assumed obligutions 1hich are beyond his pover to
dischur;e. leither I1 Tsung-jen nor locul troops comunders are expected to
give Fu the ihole-hecrtoc cooperation which would Le one prere.uisite to the
success of Liis program. Fu's suthority, already seriously limited by Communist
control of lar;c areus around him, is furthor eonditiuned by the faet that
his troops will have to be spreud wery -thin throush five northern provinces.
In addition, his position is camplicated by the demunds of the militury situ-
ation in Manchuria, vhere the Governrent is still endeavoring to prop up its
tottoring structure by the dispatch of reinforcements that may mike further
incursions into Fu's militory strength,

External Affairs '

Teiring's Legation arter wus forrally returned to China on 26
December with the signing of the necessary documonts by consular officiuls
of the US, the UK, Frunce, Belgium und the Netherlands,

: The depurture of the Chinese Technical %iseion to jjashington to
aid in the drufting of u program of US aid has been set for 1, Junuary, It
is heuded by lei Tsu-yl, former Governor of the Centrul Bank of Chima, Yu
Ta-wel, !inister of Comminiccetions, previously mentioned in connection with
the liission, is not coming, '

The Soviet llilitary Attache in Nonking, Gemerszl Roschin, left for

Losoow on 8 January, in response to a sudden summons, | |
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China and Hong Kong have reached an anti-smuggling accord vhich
jrovides that Chinese products arriving in Hong Kong rust huve prior cleure -
ance with Chinese customs wnd that remittances to Hong iong be limited,

The Soviet Consul Generzl in Shanghid, through public notificstion,
required all Yugoslavs to rogistar at the Soviet Consulate Genorul betveen
15 and 20 Lecember last,

There hus been an increase in Soviet hostility «nd security pre--’ ‘
cautions tovurd US official personmel in Chinu, with the evident intent of
closing off sources of informetion within the Soviet commnity in China,

Economic ‘ '

preed Currency~Frices., The inflautionaury upspiral was resumed during the
weeknby the price of rice: this camrodity reached a nei: high of CN §1,400,000
per picul in Shanghai, The US dollar blackmurket rate in Shanghui wus re-
ported over CH 200,000 on 8 January, but recovered to 192,000 on the next
day. This is still a substuntial jump from the 152,000 level registered at
the end of the previous week and over 409 higher thun the rate of 2 Decenmber
1947. The "open" {official foreign exchange) rate hus remained CN $90,000 since
30 Decerber., Lonoy appears to be plentiful in spite of the governuent's :
tight money jolicy and police controls, CN { note issue is now reported at
300 billion a duy. Uncerteinties over currency reforms and genersl luck of
confidence in market improvements contimue to affect the sensitive Shunghai
scene,

Forelpn Trade. Shanghai trude sources report thut recommrendutions
are veing nude to the ixecutive Yuun to modify the present foreign exchange
reguli.tions appliceble to merchandise purclw.sed ubrozd with free exchange,
imported into China in the rat; stute and processed for re-~export. Under the
suggested plun exporters would be required to sell to the poverncent only
thet portion of the foreign exchunge us represented by the vulne of the domes-
tic L:.bor and ruteriuls in the finished export product,

Finance !inister G.K. Yul announced th:t the averuze monthly foreigcn
trude deficit during 1947 wvaus over US 20 nillion.

Sougsldng,  China and Hong Kong have reuched an unti-smuggling
agreerent., Chinese products arriving ot liong Xong rust have prior clezrence
by the Chinese Customs, and remittances fron China to Hong Kong are to be
limited,

Sudget. 0.K. Yul reports thut 1947 expenditures were CH 310
trillion, four and hzlf times the budget, vhile revernus ima only tuice that

¢ the umount budpeted, or CK {13 trillien,
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Cozl Shortuge. Shanghui ecul shortuge is bardering on un epere
gency. iepeuted disruptions in shipments of Kailan cocl to Chimmngtuo
heve cut deliveries to 7,000 tons for the month ending 7 Januury, as com=
pared with approxinutely 150,000 tons in provious wonths. 4lthough stoeck
pilos are uccurmlating at the Xailan und Huainun nmines ouing to luck of
transportation facilities, the roserves in Shunshui are estimted rouzhly at
tro vieeks supply. Official confirences regurding a solution are in Lrogress.,

ITransportotion - Alr. An agreerent under vhich l'ajor Gencrzl
Chennault's China Air Transport would be ploced on tho sune comuerciul level
&8 Chinzt*s old uir linus hus been submitted to the ixecutive Yuun for approval,
If the agreauent is approved, this sir trunspert service would concentrate on
air-lifting cargo centering muny of its orerctions in the Fankow arex.

ULl Fish Catches. i temporury settlenent hza been reported in
the month-old fish rurket dispute. & decision by the Lxecutive Yuun cuthor-
ises the ULl supplied, Chinese-controlled s Fisheries Rehabilitution Admini=
stration to sug; ly up to 500,000 catties (550,00C lbs) of fish to the Shanghai
mirkel u rionth; catches in excess of tihis quota will be purchascd by the
Linistry of Agriculturc und the Centrsl Trust for re-shijrent to other cities.
UNLIA considers thie Yuan ruling as un uisctisfuctory comprouise since the
competition by FiA cutehes will thus be limited to roughly 6 of the uverage
monthly capucity of the rorket. This freedom from Fia corpetition vill
assure, ot leust tenporurily, & miudGlenzn monopoly over the retail price of
fresh fish Ly the well or;unirzed private fishing interests. UYL hus en-
deuvored to increuse the supply of fish und lowvor priees to the consumer.

Lilitury

The Cammunists ure not, contrury Lo reports in the Chinese press,
withdraving northrd from the l'ulkden wreu, but ure noti auttuckin: in force
at Chinchow und in the ares eust of Hsinmin. ‘The Lztionalist !anchurizn
command admits the loss of the effective fightin: strength of one arny end
thut their losses for the past veek totalled cbout 12,000 men. is & result
of thesc losses the lationaulists ure not imucdiutely cupuble of carrying
out any cxtensive operciions,

In North Chiny, Cawmnist harrcsment continucs to prevent l'u Tsowyi
frou dispatching reinforcewents from his corxnd to !anchuriz. ‘.hile Comcmnist
units move southvzrd from the Shantung Ieninsulz weross the Chicotsi roile
roud, Chen Yi Lroke off his attack in the haifeng wres and now continues to
elude jlutionzlist efforts to trap him. '

Rumors continue to state thut Chen Cheng, due to « stonwch illness
(vuriously reported as duodemnl ulcers, perforated uleurs, wnd o knife tou ), ¥ ;
wlll be forced to give up his joint position us Chief of Staff vna head of ,
the Fresident's Iortheust Headouurters, .ccordin: to Stuart, Chiang Kai- ,
shek has clreauy wsked Chung Chihechuny, to tike over the Chief of Staff office. - !
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